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The Tennessee Valley Authority 


While it is quite impossible to do justice in a short monograph to the great project being carried on by the Tennessee 
Valley Authority, an attempt is made in this issue to set forth its nature and aims, some of the questions which it raises 
and pending proposals concerning its future-——TueE Eprtor. 


The Tennessee Valley Authority was created by act of 
Congress, May 18, 1933, for the purpose of planning in- 
dustry and promoting social welfare in a section of the 
country including about 42,000 square miles, covering a 
large part of Tennessee and portions of Virginia, North 
Carolina, Georgia, Alabama, Mississippi and Kentucky. 
The population of the area numbers about 2,000,000. 

The historical background of the project extends to the 
war period when the government built the huge Wilson 
Dam and power plant at Muscle Shoals, Alabama. The 
purpose of this construction was to produce nitrogen which 
was used in making explosives. With the end of the war 
the explosives were no longer needed and attention was 
turned to the use of the plant for generating electricity 
for domestic and commercial use. Opposition to the pro- 
posal was very strong but Congress twice voted in favor 
of government operation at Muscle Shoals; in one case 
President Coolidge, and in the other President Hoover 
vetoed the bill. The final decision for government opera- 
tion was rendered as part of a great development program 
which President Roosevelt conceived as an aspect of the 
New Deal. In his address to Congress asking for legisla- 
tion, the President said: 

“It is clear that the Muscle Shoals development is but a 
small part of the potential public usefulness of the entire 
Tennessee River. Such use, if envisioned in its entirety, 
transcends mere power development: it enters the wide 
field of flood control, soil erosion, afforestation, elimina- 
tion from agricultural use of marginal lands, and distribu- 
tion and diversification of industry. In short, this power 
development of war days leads logically to national plan- 
ning for a complete river watershed involving many states 
and the future lives and welfare of millions. It touches 
and gives life to all forms of human concerns.” 

The TVA, as it has come to be called, is a corporation 
owned by the government. Congress set aside $50,000,000 
for its use from the great public works appropriation. The 
Authority was empowered to raise $50,000,000 more by 
bond issue on the credit of the United States. It is gov- 
erned by a board of directors, consisting of Arthur E. 
Morgan, who had become widely known as president of 
Antioch College and an engineer of vast experience, Har- 
court A. Morgan, former president of the State University 
of Tennessee, and David E. Lilienthal, a lawyer and 


utilities expert. The valley of the Tennessee presents 
extremes of altitude extending from 250 to 6,000 feet. 
The great difference in level between the head waters of the 
Tennessee, where the Norris Dam is located on the Clinch 
River, and the mouth of the river makes this proverbially a 
flood country. The Tennessee has two periods of high 
water, fall and spring. At high water the Wilson Dam 
reaches a capacity of at least 300,000 kilowatts, but at low 
water it is cut to perhaps 40,000. When the Norris Dam, 
now nearing completion, is finished it will create a great 
lake which will serve as a reservoir to regularize the flow 
of the river down the valley so that the power can be 
sustained at a nearly uniform level. The Norris Dam 
will have a generating plant, but this purpose is secondary. 
It is primarily a reservoir. 

Fifteen miles above the Wilson Dam the Wheeler Dam 
is under construction and others have been proposed at 
various sites. The TVA is, therefore, primarily a project 
in flood control and power generation. The Authority has 
worked out an elaborate statement of principles and policy 
in the matter of electric power, which may be condensed 
as follows: 


Generating and distributing electric power is a “public 
business.” Private and public interests in power pro- 
duction should not be confused. In case of conflict the 
public interest is paramount. A community has the 
right to own and operate its electric plant. To this end 
it may either acquire an existing plant or set up a 
competing plant. Any adverse economic effect of such 
a policy on a private utility should be given serious 
consideration but should not be a determining factor. 

The Authority will concentrate on definite regions 
within the Tennessee drainage area but will not neces- 
sarily be restricted to that area. 

Care will be used to avoid duplication of facilities and 
a “genuine effort” will be made to purchase such private 
facilities as it may need and as are available “on an 
equitable basis.” Accounting will be done in such man- 
ner as to show detail of costs so that a “yardstick” may 
be developed by which the costs of private utilities can 
be measured. 


Dr. Arthur E. Morgan has outlined the power objectives 
of the Authority in the following words: 
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“First, it hopes to unify the development of water power for the 
entire Tennessee River system and thus to avoid the enormous 
waste of various independent installations. 

“Second, it intends to support vigorously the position that the 
generation and sale of power is properly a public function, in which 
it is proper for the public to engage. 

“Third, it hopes to establish a ‘yardstick’ for power, to discover 
what electric power ought to cost the people, and to provide a 
comparison between public and private ownership. 

“Fourth, it hopes to encourage the wider and freer use of elec- 
tricity in the American home. 

“Fifth, there are dangers and disadvantages in public ownership. 
To evade or to deny this fact can only lead to trouble. The TVA 
hopes to face honestly these disadvantages and if possible to remove 
or to master them.” 


The Authority worked out a schedule whereby a munici- 
pality within the area served by the Authority might secure 
wholesale power at an average cost to it of seven mills per 
kilowatt hour. It proposed to such wholesale customers 
that they charge residence consumers a maximum gross 
rate ranging from three cents to four mills per kilowatt 

- hour. The farm user was put on an equal footing with 
town and city dwellers. In an address made last December 
Mr. Lilienthal, who in addition to being director is general 
counsel to the Authority, put forward this objective : “That 
by 1945 50 per cent of the farms of the United States 
should have the benefits of electricity.” “Less than ten 
farms out of every hundred,” he said, “have electricity, 
and only half of these can be regarded as typical farms.” 

A sharp controversy has developed over the results of 
this policy. The private utilities have fought the Authority 


bitterly, charging that great damage has been done tp ff 


private investors in utilities. The Authority maintains, of fo, 4, 
the other hand, that the results of its policy in selling “Wl 
power have been eminently satisfactory. The Tennesseg tends 
Electric Power Company which operates in the heart of = 
the area was selected by the Edison Electrical Institute produ, 
representing the electrical industry, as the company havim§  ductio 
the outstanding achievement record for 1934, having estab} becom 
lished “one of the most, if not the most, remarkable sales River 
increases in residential, commercial, and industrial powell the & 
in the history of the electrical industry.” Furthermore, it} “An 
the three major states in the area the private power com Tegion 
panies have set a record for the entire United States bd 
This, Director Lilienthal says, shows the claims of privatt rd ay 
power interests that the TVA is destroying their busines—} work 
and injuring their investment to be quite unfounded. “If starts 
the power companies throughout the United States,” hy Cont 
says, “were to experience the same growth and prospefitj pe 
as has been experienced by the Tennessee Valley privat) becaus 
power companies during the short period of TVA oper the bu 
tion, the electrical industry would be brought to a new hig 7,20"" 
point.” The fact appears to be that rate reductions in tl selling 
area have resulted in such great increase in sales that th) togeth 
prosperity of the industry has been much improved. metho 

The building of great dams in the Tennessee Rive thines 


drainage area will flood large districts, creating elongatt]) about 
lakes where large numbers of people now live. Th 
Authority has therefore set itself the task of resettlemet 
and to this end it is making exhaustive studies of the neet 
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of the families concerned and the possibilities of providing 
for them suitable forms of work. The general theory upon 
which the Authority is proceeding is that there must be a 
combination of industry and agriculture in the area so that 
the people who live there may have a basis of continuous 
self-support. The Valley is rich in resources, having de- 

its of coal, iron, limestone, phosphate, copper, marble, 
etc., and is potentially much more productive in agriculture 
than at the present time. However, the industrial and 
agricultural output of the area will be so diversified that 
the quantities produced will not warrant feeding them 
into the national and world markets from which consumers 
in the area would have to buy them back again at artifi- 
cially high costs. The Authority believes that this indus- 
trial and agricultural development should take place 
through a system of cooperatives which will enable the 
area to be relatively self-supporting. Borrowing the lan- 
guage of international trade it is said that the area now 
“buys more than it sells,” that its resources are being 
drained off, as for example, when its power is used to 
make money for large numbers of investors outside the 
area. Thus the “balance of trade” is against the Tennessee 
Valley. It is not expected that it will or should be com- 
pletely self contained but it is believed that it might be 
made nearly so. 

This social-economic philosophy is so fundamental to 
the TVA that it seems well to quote Chairman Arthur E. 
Morgan at some length: 


“Agriculture here is not a mass-production process as in Iowa. 
It should be primarily a source of subsistence and a field for 
special crops. Industry should furnish a market for local agricul- 
ture, should largely supply local needs, and should add a cash 
income... . 

“America has run to large size and may have greatly overdone 
mass production. France has inclined to small units, in some 
industries perhaps too small. A perfectly proportioned industrial 
regime would take a great variety of conditions into account, 
deciding each case by the realities of the situation, without reliance 
on rule or dogma. 

“T do not think that the day of little industries is necessarily past. 
It is possible that industries may get overgrown, and it may be 

sible that there is room for a large variety of small industries. 
f there is room for small industries, there can be no better place 
for them than in eastern Tennessee and the hill regions adjoining. 

“When one wants character and individuality, mass production 
tends to fail, for individuality and character in product demand 
workmen who can and do work with character and individuality. 
France has largely built her economy on that idea of character 
production; while America has built her economy on mass pro- 
duction. But as soon as we get enough of mass production, we 
become tired of its monotony. If the people of this Tennessee 
River region will decide, ‘We are going to develop individuality, we 
are going to put our character into our products, and not make 
the region the Ruhr of America,’ they can win. .. . 

“Another possibility for industrial life in the Tennessee Valley 
region is through cooperative industry. 

“In the southern mountain regions is a population twice as large 
as that of Switzerland, almost as large as that of Holland, almost 
twice as large as Denmark. It is big enough to make its own 
work shoes, its own work clothes, its own furniture. But if it 
starts to do that, it may get into trouble, for a business does not 
consist of a factory here and there. American business is a very 
complex organism. .. . And if an industry in the Tennessee River 
region should decide to make its own shoes it would have difficulty, 

‘ause making shoes is only a small part of the shoe industry; 
the buying of all the varied materials from which to make shoes is 
a part; getting the shoes to the wholesaler is a part; getting them 
from the wholesaler to the retailer, the sales force, the credit for 
selling and buying shoes, are all parts. Taking the whole process 
together, it is a complex of industrial forces, resources, credits, 
methods and devices... . 

“When we talk of balancing agriculture and industry by making 
things which can be consumed in the local area, when we talk 
about having ‘the people consume what they produce, we run into 
these difficulties. There are no roads going their way. What is 

answer to that situation? No single answer will do. 

I believe that to a certain limited degree the cooperatives in 
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this region might well set up their own local economy. To some 
degree they can produce their own goods and deal with themselves. 
But if a region is going to build up a new economy by making 
things it needs at home, it will in a limited sense have to build up a 
whole economy and not a fragment of an economy. 


“That may mean a cooperating central purchasing-organization, 
a central sales organization, a distributing-organization, and perhaps 
its own credit in payment for goods—credit which would be good 
for cooperative products, but not for foreign goods. 


“In that way these people would be compelled to buy from each 
other. Not all business would be done in this way. Money would 
also be necessary. I believe this compulsion to buy from each 
other may be necessary in order to break across the deep-worn 
channels of trade which all lead into and out of the great com- 
mercial centers. Such compulsion would be better than the present 
compulsion of sitting at home in idleness, buying nothing because 
we have nothing to sell.” 


It should be remembered that many families in the area 
live quite primitively having a cash income of not more 
than $100 or so a year above taxes, seed and fertilizer. 
It is entirely possible for such families to raise their own 
seed potatoes, can their food, develop handicrafts and 
supply themselves with dairy products which they now do 
without. 

The primary task in the development of agriculture in 
the area is overcoming the rapid erosion which is taking 
place. Drainage is so rapid that the top soil is being 
washed away and it is predicted that if this problem is 
not promptly dealt with whole areas will become desert. 
The approved method of overcoming erosion involves the 
terracing of high-slope land so as to check the flow of 
water. On a hill, for example, they begin near the summit 
and terrace around in a spiral course. Tractor-driven 
terracing machines ‘are used for this purpose. Under 
engineering guidance from the TVA farmers’ clubs are 
buying tractors for this work. Thus collective farming 
in miniature is being done. Then there is the problem of 
finding the best use for the land that is consistent with its 
slope. Some land is so steep that it should be forested, 
some should be put into grass. It is estimated that 200,000 
acres a year are now being saved for use. 

Among the local industries to which the Authority is 
giving so much attention is the production of fertilizer in 
adequate quantity to restore the plant food which erosion 
has taken from the hill sides. Not only so, but it is ex- 
pected that new and profitable industries will be developed. 
Native kaolin, useful in cerarthics, is now being refined and 
it is expected that it will be one of the products sold outside 
the area. Indeed, in his enthusiasm for these possibilities 
Chairman Morgan speaks of “capturing” the fine porcelain 
business from Europe! Manganese, which America now 
mainly imports, occurs in hundreds of deposits in the TVA 
region. It is predicted that laundry starch now imported 
from Europe will be made in the South from sweet pota- 
toes. 

A significant aspect of the TVA is its labor policy. The 
fact that conditions are mainly satisfactory seems to be at- 
tested by a very low turnover, which in turn has reduced 
the cost of work on the dams much below the estimates. 
While it was expected that rock excavations in the river 
beds would cost $4 a yard, half a million yards have been 
excavated at a little over $2.00 per yard. The Authority 
pays high tribute to its employes. The workers are care- 
fully selected from the entire area on the basis of “intelli- 
gence, vigor and ambition.” Dormitories were provided 
and houses are being built for permanent residence. The 
town of Norris, near Norris Dam, is being developed with 


1“Bench-Marks in the Tennessee Valley: Roads to Prosperity 
in the TVA.” Survey Graphic, vol. 23, pp. 550-2, November, 1934. 
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a view to establishing an attractive and wholesome com- 
munity. The men work in four shifts of six hours each, 
making the work continuous. During their off-hours the 
men pursue a training program. Courses are available in 
foremanship training, mechanics, arithmetic, blue printing, 
photography, radio, general science, mechanical drawing, 
surveying, mathematics, aerial mapping and topography, 
concrete work, hydraulics, cost and material estimating, 
farm management, creamery practice, bee-keeping, poul- 
try-keeping, dairy-herd practice, forestry, auto mechanics, 
auto-body building and finishing, aviation groundwork, 
carpentry, cabinet making, electrical work, merchandising 
and servicing electrical equipment, machine-shop practice, 
welding, blue-print reading, forge practice, sheet-metal 
work, and still other branches. Attendance at the study 
classes is of course voluntary. A good many of the men 
are preparing for vocations. An impressive exhibit may 
be seen at the Norris community center of work done by 
trainees. Planned recreation is also a feature of the enter- 
Tse. 

‘ The wage level is kept well above the customary rate 
on dam building. The men belong to trade unions or not, 
as they desire. There are workers’ committees and labor 
councils to deal with grievances. 

The TVA is, of course, the subject of perpetual con- 
troversy. On two occasions Judge W. I. Grubb of the 
United States District Court of Alabama has ruled that 
the plan of the Authority to sell power on a large scale 
transcends its powers. The issue turns on the meaning 
of surplus power, which the Act creating the Authority 
gives it the right to sell. This Judge Grubb interprets to 
mean any surplus that is incidental to the particular and 
authorized purpose of the Authority : “for instance, actuat- 
ing of the locks with reference to navigation, the lighting 
of villages, or many other things of that kind, that give it 
the right to use electrical energy.” In other words, if, in 
carrying out its main purpose, an unpredictable surplus 
of power should be developed the Authority should have 
the right to sell it but to generate power for sale Judge 
Grubb regards not only as contrary to the intent of the 
Act but as a power which Congress can not confer. 

A bill is now before Congress (H.R. 6793) introduced 
by Representative McSwain which would amend the TVA 
Act so as to make the power of the Authority more specific. 
It would not, of course, settle any constitutional question. 
Under the terms of the amendment the TVA would have 
power to operate “facilities for the generation of electric 
energy” and to market such energy “whenever an oppor- 
tunity is afforded.” It would be empowered to acquire 
or build transmission lines to serve farms and small vil- 
lages “not otherwise supplied with electricity at reasonable 
rates.” The TVA corporation would also be authorized 
to sell bonds, guaranteed by the United States Government, 
not to exceed $100,000,000 outstanding at any one time, 
paying not more than 3% per cent interest. 

It is commonly stated that TVA enjoys a privileged 
position because it pays no taxes. The inference is that 
this vitiates its “yardstick.” Answering this criticism 
Chairman Morgan has said explicitly that the “distribution 
systems served by the TVA are required to pay local, state 
and county taxes as a condition of being served with TVA 
power. The TVA, itself, is required by law to pay five 
per cent of its gross income in taxes, but in order to make 
a fair comparison with private systems it sets aside a total 
of twelve and one-half per cent as taxes. That is about 
the average for the United States.” 

The charge that TVA enjoys a subsidy in postage rates 


is also denied by Chairman Morgan who declares that the 
TVA “does not use its franking privilege in sending out 
bills for electric service.” 

With reference to the claim that TVA enjoys low freight 
rates Chairman Morgan points out that the Authority is 
entitled to the same rate that the government gets from 
any railroad in return for a subsidy,” but that taken alto- 
gether this differential amounts to only “about one-tenth 
of one per cent of the cost of our construction projects,” 

Again, it is charged that the TVA is the beneficiary of 
a special accounting system. To this charge Dr. Morgan 
replies that TVA uses “substantially the accounting system 
worked out by the Federal Power Commission, with ad- 
justments necessary in selling to local communities.” This 
the Authority believes is the fairest system in existence. 

A serious ground of contention is the taking over by 
the Authority of private companies through the right of 
eminent domain. When the Tennessee Public Service 
Company was taken over compensation was paid on the 
basis of an evaluation made by the Tennessee Railroad and 
Utilities Commission. It was sharply contended that the 
price was unfair. The Authority in a rejoinder declared 
that the common stock of the concern, amounting to 
$5,000,000, “represents no equity” and raises the pointed 
question: “Are stockholders in a quasi-public enterprise 
entitled to be paid out on stock which represents no invest- 
ment and on property no longer used ?” 

The above account is but a sketch of the nature, purpose, 
plans, limitations and difficulties of what is perhaps the 
most outstanding experimental feature of the New Deal. 
Literature dealing extensively with these and related mat- 
ters can be secured from the office of the Authority, Knox- 
ville, Tennessee. 


Note: One of the most interesting experiments in the TVA 
area is the homestead project, which, however, has been omitted 
from this discussion because it is administered from Washington 
without any relation to TVA. : 


In the Current Periodicals 


Congressional Digest. June-July, 1935. 

“Should Lynching Be Made a Federal Crime?”—This issue of 
the Congressional Digest is devoted to the question of a federal anti- 
lynching law. It includes a brief introduction to the whole question, 
an analysis of state anti-lynching laws, a description of previous 
efforts to adopt a federal law, a summary of the provisions of the 
Costigan-Wagner bill, and statements of the arguments pro and 
con taken from speeches in Congress or from the hearings before 
the subcommittee of the Senate Committee on the Judiciary. 


Social Questions Bulletin (Methodist Federation for Social 

Service, New York). May, 1935. 

“Cotton Production: Another Example of Capitalist Decline.”— 
“The typical method of cotton production in the United States is 
the sharecropper system.” This is briefly described. But the land- 
lord class, about ten per cent of those affected, it is insisted, are 
the only ones who have benefited from the cotton control program, 
while the economic condition of the tenant farmers has grown 
worse. The Bankhead bill proposes subsistence farming under 
government auspices for the displaced tenants. But this program, 
like that of work relief, is called “organized poverty.” 


Survey Midmonthly. June, 1935. 

Anderson, Nels, adviser on labor relations in the Federal Emer- 
gency Relief Administration. “The War for the Wage.”—Public 
works have two mutually contradictory objectives: to avoid compe 
tition with private industry and to give the unemployed work 
according to their training. Both business and employed workers 
demand that the unemployed be kept out of competition with private 
industry. The problem is to find “a middle ground between the 
extreme demands on all sides.” 


2Granted in certain cases at the time of construction. 
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